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NW Natural Gas Market Outlook
Dan Kirschner, Executive Director
Northwest Gas Association

Washington Utilities and Transportation Commission
October 12, 2005

This presentation is designed to help provide a regional context for  questions 
relative to natural gas supply and prices in the Pacific Northwest (Idaho, Oregon 
and Washington).

It is organized into  four sections: existing and future demand for natural gas, supply 
availability, capacity, and factors affecting natural gas prices.

Please feel free to contact the Northwest Gas Association directly with any 
questions and/or comments.
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Gas a Vital Part of NW Energy Scene
(source: US Dept. of Energy, Energy Information Administration)

PNW Energy Consumption
Source: EIA
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Northwest Gas Demand
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Recent Gas Demand
Cumulative PNW Gas Deliveries (source: US-EIA, CAN-StatCan and TGI)
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15% overall reduction 2000-2003

Residential/commercial – 2000-2003
8% more customers using 2% less gas (see next slide)

Industrial demand – 2000-2002
18% reduction in industrial demand

Generation – 2000-2002
34% reduction in demand

Factors include:
western energy crisis
economic downturn
energy caosts
warmer weather

Clearly, there has been some demand destruction due to economic restructuring including 
globalization

higher sustained gas prices have particularly affected energy intensive industries 
(e.g. chemical, food processing, etc.)

Difficult to determine w/precision how much of reduction is structural (demand destruction, 
weatherization, appliance upgrades, etc.) vs. more temporal (business cycle, weather patterns, 
turning down the thermostat, etc.)
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Gas Demand Forecast

32.1%10.220.4%5.919.4%5.5Generation

2.4%0.62.2%0.60.5%0.2Industrial

9.6%2.56.1%1.65.2%1.4Commercial

13.4%3.78.9%2.46.6%1.7Residential

14.7%4.09.3%2.58.1%2.1Total
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Gas Demand Forecast - Case
Annual Regional Demand Growth
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Temperature Forecast
SOURCE: National Weather Service, Climate Prediction Center, 09/15/2005)
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Sector Contribution to Overall Growth

Sector Contribution to Projected Regional Demand Growth
(9.3% Overall Demand Growth from 2005-06 to 2009-10 - Base Case)

27%

12%

7%

54%

Residential
Commercial
Industrial
Generation

Overall growth of 3% (base) to 5% (high)

Residential,  commercial and industrial:
about 2%-3% per year on average for each sector

Generation
5% to 9% (see next slide)
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Northwest Gas Supply
Sumas

Kingsgate

AECO

Stanfield

Malin

Western 
Canadian

Sedimentary 
BasinStation 2

Rockies
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PNW draws natural gas from two primary supply basins
WCSB in Canada
US intermountain west

Region is well connected to both.
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WCSB Production
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Rockies Production
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Supplies Flow to Demand
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Mid-Atlantic
 

 

The “big sucking sound from the east”

Demonstrates flow by volume of natural gas in 2002 (prior to the mid-late winter 
cold snaps on the East Coast)

Shows increasing connectivity between NW supply sources (Rockies, Alberta/BC) 
and larger gas markets in the midwest and east

Explains in part why NW prices are affected by otherwise seemingly remote events 
(e.g. East Coast cold snap).
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North American Supply
Projected US Supply/Demand Balance

(EIA Annual Energy Outlook 2005)
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Why LNG?
Large reserves with 
little or no local 
market.
Pipelines impractical 
in most cases

(Source: BP Statistical Review of 
World Energy, 2005)
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LNG enables long distance shipping 

Liquefying natural gas:

• Super-chilling it to 260°F

• Reduces volume of gas 
620 times

• LNG weighs less than 
one-half that of water
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It Must Make Economic Sense

Total = $2.00 - $3.70/MMBtu
(Source: Center for Energy Economics)
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Pacific Basin Sources of LNG

Peru LNG
Bolivia LNGSunrise

Browse Basin
Scarborough

Australia NWS 5

Kenai

Sakhalin

Gorgon

Darwin LNG

Australia NWS 1-4

Iran

Bintulu
Arun Brunei

Tangguh

OmanAbu Dhabi

Qatar

Donggi

Bontang

Investment in new LNG liquefaction capacity is growing

Existing/Under Construction
Proposed

Yemen

We now have a delivered LNG price to the USWC and one to Japan.
The issue is which market would a Pacific Basin LNG supplier choose to serve 
based on netbacks from each.
Comparative netbacks were calculated for 5 of the representative suppliers that 
could serve both markets.
This map  shows the suppliers, the routes, distances in nautical miles and the 
shipping costs in real 2004 $US/MMBtu.

Let’s start with Sakhalin. From there, it costs only a quarter to deliver to Japan 
vs. about $0.70 to deliver to Costa Azul on the western shore of North 
America. Sakhalin would clearly prefer Japan.
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Port Westward 
Skipanon Channel
Jordan Cove
Bradwood Landing 
Tansy Point
Kitimat
Prince Rupert

Challenges include:
• Local acceptance
• Permitting
• Commercial considerations:

• economies of scale
• takeaway infrastructure
• supplier commitment

Northwest
LNG Proposals
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West Coast Challenge 
(source: TransCanada – GTN)
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It costs more to ship LNG to western North America

We now have a delivered LNG price to the USWC and one to Japan.
The issue is which market would a Pacific Basin LNG supplier choose to serve 
based on netbacks from each.
Comparative netbacks were calculated for 5 of the representative suppliers that 
could serve both markets.
This map  shows the suppliers, the routes, distances in nautical miles and the 
shipping costs in real 2004 $US/MMBtu.

Let’s start with Sakhalin. From there, it costs only a quarter to deliver to Japan 
vs. about $0.70 to deliver to Costa Azul on the western shore of North 
America. Sakhalin would clearly prefer Japan.
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Northwest Gas Infrastructure
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Storage/Interconnect Capacities

Pipelines
DEGT BC Pipeline
Williams NWP
TransCanada - GTN
Terasen S. Crossing

Storage Facilities
Jackson Prairie
Mist

LNG Facilities
Plymouth
Newport
Portland
Tilbury
Nampa

* Receipt capacity on NWP / Delivery Capacity from GTN less Contracts to Malin
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Capacity to Serve Demand:
Average Winter Day

Pipeline & Storage Capacity vs Average Winter Day Demand 
(ID, OR, WA, BC)
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Capacity to Serve Demand:
Regional Peak Day

Pacific Northwest Peak Day Demand/Capacity Balance
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Start w/conclusions
Does not necessarily mean curtailment
Does mean yellow flag
Diminishing system capacity

Capacity line demonstrates a 2004 increase in Mist deliverability.  Also shows a slight decline in 
available capacity as upstream (BC) loads grow.  Starting point and ending point are almost identical.

No pipeline expansions currently being pursued.  Additional capacity enhancements (e.g. pipeline, 
storage deliverability, LNG, etc.) reflected in future iterations as they become more certain.

Assumptions include:
None of the capacity obligated outside the region is available to the region on a 

peak
Coincident peak day throughout the region (Vancouver, Seattle, Portland, Spokane, 

Boise)
NW Pipeline and all other infrastructure  elements (storage/LNG) able to operate at 

full capacity
No secondary capacity release market

Highlight conservative nature of chart

Might be interesting to describe peak day planning (LDCs) v load factor planning (pipelines)
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Capacity to Serve Demand:
I-5 Peak Day

I-5 Corridor Peak Day Demand/Capacity Balance
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Start w/conclusions
Does not necessarily mean curtailment
Does mean yellow flag
Diminishing system capacity

Capacity line demonstrates a 2004 increase in Mist deliverability.  Also shows a slight decline in 
available capacity as upstream (BC) loads grow.  Starting point and ending point are almost identical.

No pipeline expansions currently being pursued.  Additional capacity enhancements (e.g. pipeline, 
storage deliverability, LNG, etc.) reflected in future iterations as they become more certain.

Assumptions include:
None of the capacity obligated outside the region is available to the region on a 

peak
Coincident peak day throughout the region (Vancouver, Seattle, Portland, Spokane, 

Boise)
NW Pipeline and all other infrastructure  elements (storage/LNG) able to operate at 

full capacity
No secondary capacity release market

Highlight conservative nature of chart

Might be interesting to describe peak day planning (LDCs) v load factor planning (pipelines)



27

27

Capacity to Serve Demand:
Extended Winter – Moderately Cold (15%)
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available capacity as upstream (BC) loads grow.  Starting point and ending point are almost identical.
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storage deliverability, LNG, etc.) reflected in future iterations as they become more certain.
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peak
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Highlight conservative nature of chart

Might be interesting to describe peak day planning (LDCs) v load factor planning (pipelines)
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Capacity to Serve Demand:
Extended Winter – Low Hydro (2001)
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Capacity line demonstrates a 2004 increase in Mist deliverability.  Also shows a slight decline in 
available capacity as upstream (BC) loads grow.  Starting point and ending point are almost identical.

No pipeline expansions currently being pursued.  Additional capacity enhancements (e.g. pipeline, 
storage deliverability, LNG, etc.) reflected in future iterations as they become more certain.

Assumptions include:
None of the capacity obligated outside the region is available to the region on a 

peak
Coincident peak day throughout the region (Vancouver, Seattle, Portland, Spokane, 

Boise)
NW Pipeline and all other infrastructure  elements (storage/LNG) able to operate at 
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Highlight conservative nature of chart

Might be interesting to describe peak day planning (LDCs) v load factor planning (pipelines)
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Capacity to Serve Demand:
Extended Winter – Moderately Cold

High Demand
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Does mean yellow flag
Diminishing system capacity

Capacity line demonstrates a 2004 increase in Mist deliverability.  Also shows a slight decline in 
available capacity as upstream (BC) loads grow.  Starting point and ending point are almost identical.

No pipeline expansions currently being pursued.  Additional capacity enhancements (e.g. pipeline, 
storage deliverability, LNG, etc.) reflected in future iterations as they become more certain.

Assumptions include:
None of the capacity obligated outside the region is available to the region on a 

peak
Coincident peak day throughout the region (Vancouver, Seattle, Portland, Spokane, 

Boise)
NW Pipeline and all other infrastructure  elements (storage/LNG) able to operate at 

full capacity
No secondary capacity release market

Highlight conservative nature of chart

Might be interesting to describe peak day planning (LDCs) v load factor planning (pipelines)
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Capacity to Serve Demand:
Extended Winter – Low Hydro

High Demand
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Capacity line demonstrates a 2004 increase in Mist deliverability.  Also shows a slight decline in 
available capacity as upstream (BC) loads grow.  Starting point and ending point are almost identical.

No pipeline expansions currently being pursued.  Additional capacity enhancements (e.g. pipeline, 
storage deliverability, LNG, etc.) reflected in future iterations as they become more certain.

Assumptions include:
None of the capacity obligated outside the region is available to the region on a 

peak
Coincident peak day throughout the region (Vancouver, Seattle, Portland, Spokane, 

Boise)
NW Pipeline and all other infrastructure  elements (storage/LNG) able to operate at 
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No secondary capacity release market

Highlight conservative nature of chart

Might be interesting to describe peak day planning (LDCs) v load factor planning (pipelines)
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Gas Prices
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Markets Are Interconnected

32

539

1092
451

19562475
2995

2061

762
2106

2007

5284

2370

4116

1790
5744

380

2221

6097

2213

1759

1219

416

1347

491

2686

2399

1511

4200

454

2576

1235

122

2172

1546

948
971

180

223

128

 

Flow (Average MMcfd)
2004

505

1760
3368

51

 

2055
273

1596

145

 

741

88
371

70

2690
848

773

744

6130

3109

1542

521

294

15

 
742

714

277

 

302

1950

4303

 

256

 

389

173
319

108

601
573

108

25

Lake Charles/New LA

 

848

469

Elba Island

Cove Point

Everett

Blue Lines indicate LNG

 

 

 

EEA Jan 2005 (EEA0105)

Mid-Atlantic
 

 

The “big sucking sound from the east”

Demonstrates flow by volume of natural gas in 2002 (prior to the mid-late winter 
cold snaps on the East Coast)

Shows increasing connectivity between NW supply sources (Rockies, Alberta/BC) 
and larger gas markets in the midwest and east

Explains in part why NW prices are affected by otherwise seemingly remote events 
(e.g. East Coast cold snap).
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Recent Prices
U.S. Natural Gas Prices (Domestic)

Source: EIA

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

$7.00

$8.00

$9.00

$10.00

Aug
-96

Dec
-96

Apr-
97

Aug
-97

Dec
-97

Apr-
98

Aug
-98

Dec
-98

Apr-
99

Aug
-99

Dec
-99

Apr-
00

Aug
-00

Dec
-00

Apr-
01

Aug
-01

Dec
-01

Apr-
02

Aug
-02

Dec
-02

Apr-
03

Aug
-03

Dec
-03

Apr-
04

Aug
-04

Dec
-04

Apr-
05

Aug
-05

$U
S 

(n
om

in
al

)

U.S. Domestic
U.S. Imports



34

34
34

Storage Seems a Moot Point…

Source: EIA, 10/06/2005
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…as does Drilling Activity

Source: Baker Hughes, 10/07/2005

U.S. Gas Rigs In Operation
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Productive Capacity Has an Impact…
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Source: Energy and Environmental Analysis

Ability to produce > demand
= 

Gas “bubble”; low prices

Ability to produce ≤ demand
=

Price Volatility

• Today, lower-48 natural gas production capability is matched 
by requirements from actual production.

• The natural gas bubble no longer exists on any sustained 
basis.

• This is not expected to change dramatically during the next 
five years.

• It can be argued that the tight relationship of production to 
production capability will remain unchanged for the 
foreseeable future. 
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Recent Crude/Gas Price Correlation: 0.87
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…As Does the Price of Oil.

Source: EIA
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Dramatic Near Term Impact From 
Hurricanes Katrina, Rita
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Katrina Landfall:
August 29, 2005

Rita Landfall:
September 24, 2005

The graph shows the impact of Katrina and Rita on price over the last two months. 
Natural gas prices which were already at historically high prices have effectively 
doubled over the past two months.

Supply and demand are meeting at this completely different price point these days – and 
not just in Houston, or New Orleans or Atlanta or Charlotte but everywhere in north 
America. If natural gas prices are any indication, the north American village has just 
gotten smaller 

Updated data not available due to Henry Hub Force Majeure.
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The Future…
Projected Range of Regional Natural Gas Prices

EIA, 2005 Annual Energy Outlook
Northw est Pow er and Conservation Council - 5th Pow er Plan, January, 2005

New  York Mercantile Exchange
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Key Conclusions…
Plenty of gas but N.A. production not keeping up with 
demand

Region will benefit from incremental supplies
Increased reliance on LNG 
Frontier gas is vital

Demand will continue to grow in the region
Gas for generation largest driver

Capacity is adequate to serve the region
Stressed under extreme circumstances
Securing firm capacity wise
Permitting and regulatory processes must be nimble

Prices will remain strong over the near term
Public policy can affect prices over the longer term
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5335 SW Meadows Rd., #220
Lake Oswego, OR  97035

(503) 624-2160
www.nwga.org

NWGA Members:
Avista Corporation
Cascade Natural Gas Co.
Intermountain Gas Co.
NW Natural
Puget Sound Energy
Duke Energy Gas Transmission
Terasen Gas
TransCanada’s GTN System
Williams NW Pipeline


